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RESPONSE OF UNITED STATES POSTAL SERVICE
WITNESS PATELUNAS TO INTERROGATORIES OF
THE AMERICAN BANKERS ASSOCIATION AND NATIONAL ASSOCIATION OF
PRESORT MAILERS
(ABA& NAPM/USPS~ST44-9-11, 13, 26(a) and 27)

The United States Postal Service hereby provides the responses of witness
Patelunas to the following interrogatories of the American Bankers Association and
National Association of Presort Mailers: ABA&NAPM/USPS-ST44-9-11 and 13, filed
on July 25, 2000 and ABA&NAPM/USPS-ST44-26(a) and 27, filed on July 28, 2000.
Interrogatories ABANAPM/USPS-5T44-1-8, 12, 20(a), 21, 22-25, and 26(b)-(d) were .
redirected to the Postal Service.

it should be noted that responses are not provided to interrogatories
ABA&NAPM/USPS-8T44-14 through 19, as these were withdrawn by ABA & NAPM. It
also should be noted that ABA & NAPM, throughout some of their interrogatories,
characterize the Postal Service's response to Order No. 1294 as a “revised filing.” The
Postal Service's interrogatory responses should not be considered agreement with that
characterization; the Postal Service considers its response to Order No. 1294 to consist
of a requested update rather than a “revised filing.”

Each interrogatory is stated verbatim and is followed by the response.
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By its attorneys:
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Chief Counsel, Ratemaking
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Response of United States Postal Service witness Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&NAPM/USPS-ST44-9.

a)

b)

Please explain with all documentation the additional $102.5 million you
assume in test year savings under the caption "improve manual letter
productivity” in exhibit USPS-ST-44Z.

Please explain the basis of your two cost reduction plug assumptions in the
above exhibit, $102.5 million for singte piece letters versus $51.4 million for
automated letters, which has the net effect of giving the appearance of
reduced cost avoidance for workshared letters.

For each category in Exhibit USPS-ST-44Z, please break down the updated
cost reduction by the following categories: (a) First Class single piece letters;
(b) First Class metered letters; (c) First Class automation presort letters.

Response:

a)

The additional $102.5 million “improve manual letter productivity” amount was
supplied as the Postal Service's best estimate of this program consistent with
the assumptions underlying the FY 2001 budget planning process.

Assuming that “workshared” letters is synonymous with “presorted” letters,
the difference between the $102.5 million for single piece letters and the
$51.4 million for automated letters does not give the appearance of “reduced
cost avoidance for workshared letters.” The difference is the amount of
savings projected for each cost reduction program; one program is bigger
than the other.

The roliforward model operates on the class, subclass and special service
level of detail reported in the Cost and Revenue Analysis report. As such,
First Class metered letters and First Class automation presort letters are not

reported separately. To see all the cost reduction impacts on First Class




Response of United States Postal Service witness Patelunas
to interrogatories of
American Bankers Association and
National Association of Presort Mailers

Single Piece Letters, please see Table 6 of Volumes A - G of USPS-LR-I-
410. Additional mail processing cost reduction detail is available in USPS-

LR-1-408.



Response of United States Postal Service witness Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&NAPM/USPS-ST44-10.

a)

'n your revised filing in Exhibit USPS-ST-44Z, how much of your (i)
"breakthrough productivity” initiatives, and (ii) other cost reduction factors by
source, are allocated to: (a) First Class single piece letters; (b) metered
letters and (¢) presort letters in cost segment 3.17

In your final adjustments in Exhibit USPS-ST-44W ("D Report"), please
crosswalk the cost reductions by subclass to Exhibit USPS-ST-44Z. If there
is not a full reconciliation, please explain the sources of the other cost
reductions in the former exhibit.

Response:

a)

The rollforward model operates on the class, subclass and special service
level of detail reported in the Cost and Revenue Analysis report. As such,
First Class metered letters are not reported separately. To see all the cost
reduction impacts on First Class Single Piece Letters, please see Table 6 of
Volumes A - G of USPS-LR-I1-410. Presort Letters are reported for
component grouping 3.1 in those tables and additional mail processing cost
reduction detail for component grouping 3.1 is available in USPS-LR-1-408.

| do not understand the question because there is no relationship to
crosswalk between the final adjustments reported in the “D Reports” and the
cost reductions reported in Exhibit USPS-ST44Z. The final adjustments can
be found in USPS-LR-I-419 and the cost reductions can be found by class,

subclass and special service in USPS-LR-1-410, Table 6.



Response of United States Postal Service witness Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&NAPM/USPS-ST44-11.

a) Please confirm that test year volumes for First Class single piece letters and
presort letters have not changed as between the original filing and revised
filing. If you can not confirm, explain why not.

b) Please confirm that the test year volumes for First Class basic automation
letters, 3 digit prebarcoded and 5 digit prebarcoded letters have not changed

between the original filing and the revised filing. If you can not confirm,
explain why not.

Response:
a) Confirmed that the same test year volumes that were used in the Request
were used in the update.

b) Confirmed that the same test year volumes that were used in the Request

were used in the update.




Response of United States Postal Service witness Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&NAPM/USPS-ST44-13.

Please refer to the attachment, which compares witness Patelunas' rollforward
with mix adjustment figures to the test year in ST-44, before final adjustment
plugs, to USPS witness Kashani's corresponding file as revised.

a)

b)

Please confirm that the effect over all cost segments of the USPS revised
filing as shown in the attachment is to add 311,863,000 to costs to First
Class letters and to cut from Standard A Commercial mail (-$309,275,000).
If you can not confirm, explain why not.

Please confirm that in the Postal Service's revised filing, there has been little
if any shift in the volume of Standard A Regular commercial mail. If you can
not confirm, explain why not.

Please explain each and every source for the $238,753,000 reduction in
mail processing costs contained in the revised filing for Standard A Regular
commercial mail as shown in the attachment.

Please explain each and every source for the $462,176,000 reduction in
total unit costs contained in the revised filing for Standard A Regular
commercial mail as shown in the attachment.

Please confirm that one reason for the shifting of costs from Standard A
Regular commercial mail in your revised filing is to obtain a higher cost
coverage for that subclass under your original rate recommendations. If you
can not confirm, explain why not.

Response:

a)

b)

Confirmed that First Class Mail Letters increased $311,863,000 and
Standard A Commercial mail decreased $309,275,000.

Confirmed that the same volumes were used in the Request and the update.
Please see my response to AAP/USPS-5T44-9(b).

Please see my response to AAP/USPS-ST44-9(b).

Not confirmed. The assumptions used in the updated revenue requirement

and rollforward were not based on any cost coverage calculations.
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Response of United States Postal Service witness Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&NAPM/USPS-ST44-26.

a) Beyond the incorporation of actual 1999 CRA data (BY99) in your revised
roll-forward model to TY2001 before final adjustments, what other cost
adjustment factors are explicitly factored into the roll-forward model by year
before final adjustments in (I} BY1899; (2) 2000; (3) TY2001?

b) What cost adjustment factors are explicitly factored into the final adjustments
for TY20017?

c) If there are cost adjustment factors that are incorporated into both the roll-
forward before final adjustments and the final adjustments, please explain
why, or what elements of each such factor are applied to the two procedures.

d) Please explain why direct costs on]y, without piggybacks, are all that is
needed for your final adjustments in response to Commission Order # 1294.

Response:

a) The cost adjustment factors presented in Exhibit USPS-ST44L are
explicitly factored into the roll-forward model by yeaf before final
adjustments in (1) BY1999; (2) FY2000; f3) TY2001. The impact of these

cost adjustment factors can be seen in USPS-LR-1-410.

b -d) Redirected to the Postal Service.




Response of United States Postal Service withess Patelunas
to Interrogatories of
American Bankers Association and
National Association of Presort Mailers

ABA&GNAPM/USPS-ST-44-27.

Please confirm that the sole source of your cost adjustments in Exhibit USPS-
ST-44Z is the Postal Service's current budget process or operating budget or
planning budget for FY2001, and for each cost adjustment factor please cite to
the appropriate budget document and page of that document.

Response:

Confirmed. The FY2001 budget has not been approved.




DECLARATION

|, Richard Pateiunas, declare under penalty of perjury that the foregoing answers to
interrogatories are true and correct to the best of my knowledge, information, and belief.

AR

Dated: Eﬁ/ﬂD




CERTIFICATE OF SERVICE

| hereby certify that | have this day served the foregoing document upon all
participants of recard in this proceeding in accordance with section 12 of the Rules of

Susan M. Duchek

475 L'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
(202) 268—-2990 Fax —5402
August 8, 2000




